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“.Auction” 

Process  by  which  a  target  issuer  typically  solicits  bids  from  prospective  buyers.  generalK 
with  the  assistance  of  the  target’s  financial  adviser. 


“Break-up  bee” 

A  fixed  fee  required  to  be  paid  to  a  White  Knight  or  friendly  bidder  by  a  target  issuer  in  ease 
the  friendly  bid  does  not  succeed  for  any  reason  (see  also  “topping  fee”). 

“Crown  Jewels” 

Key  assets  having  a  high  cash  value  that  can  be  sold  (and  the  cash  paid  out  by  dividend  to 
shareholders)  and  consequently  render  a  target  issuer  less  attractive. 

“Delaware  Merger” 

A  term  used  by  Canadians  to  refer  to  an  acquisition  transaction  in  which,  following  a  bid,  or 
instead  of  a  bid,  the  target  corporation  is  amalgamated  with  a  subsidiary  of  the  acquiror. 

“Golden  Parachute” 

Substantial  termination  payment  to  an  officer  of  the  target  issuer  to  ease  the  pain  of 
separation  and  which  will  have  the  additional  effect  of  increasing  the  acquisition  cost  to  the 
bidder. 

"Greenmail” 

-  A  term  used  in  the  U.S.  to  refer  to  a  payment  by  an  issuer  of  a  specifically  targeted  premium 
to  a  potential  bidder  to  repurchase  a  block  of  shares  of  the  issuer  held  by  it  (not  permitted  in 
Canada,  see  Ontario  Securities  Act  s.  89  and  93(3)). 

“Lock-up  Agreement” 

-  An  agreement  entered  into  between  a  shareholder  of  a  target  and  a  prospective  bidder,  in 
which  the  shareholder  agrees  to  tender,  sometimes  on  an  irrevocable  basis,  to  a  take-over  bid 
made  by  the  bidder  on  the  terms  and  conditions  described  in  the  agreement. 

“MAC  Condition” 

-  A  “material  adverse  change”  condition  referring  to  the  business,  affairs  and  financial 
condition  of  the  target  issuer  and  typically  included  as  a  condition  to  the  obligations  of  a 
bidder  in  a  take-over  bid. 
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“Merger” 

In  Canada,  a  general  term  used  to  describe  any  transaction  or  method  by  which  two  or  more 
businesses  are  combined;  in  the  U.S.,  a  merger  is  a  statutory  procedure  by  which  two  or  more 
predecessor  corporations  combine  to  form  a  single  corporation  with  the  effect  of  preserving 
the  identity  of  one  of  the  predecessors  and  extinguishing  the  identity  of  the  other  (there  is  no 
parallel. Canadian  statutory  concept). 

“No  Shop”  Clause 

An  undertaking  by  a  target  issuer  not  to  actively  seek  (or  “shop  for”)  higher  bidders. 


“Pac-Man”  Defence 

A  counter-bid  by  a  target  issuer  for  the  shares  of  the  bidder,  as  distinguished  from  a 
competing  bid  by  a  second  bidder. 

“Poison  Pill” 

Generally,  attributes  of  securities  of  a  target  issuer  or  existing  contractual  arrangements  of  a 
target  issuer  that  make  it  significantly  less  attractive  to  a  bidder. 

“Poison  Pill  Plan”  or  “Shareholder  Rights  Plan” 

A  typical  defensive  measure  intended  to  protect  shareholders  against  unfair  or  coercive  take¬ 
over  bid  tactics  by  hostile  bidders;  typically,  under  the  plan,  shareholders  receive  “rights”  to 
acquire  additional  shares  at  an  exercise  price  considerably  in  excess  of  the  price  at  which  the 
shares  then  trade  in  the  market  (i.e.  “out  of  the  money”);  upon  the  occurrence  of  a  Triggering 
Event,  the  plan  will  provide  that  if  an  acquiring  person  has  crossed  the  designated  sharehold 
of  share  ownership,  each  right  will  thereafter  entitle  all  holders,  other  than  the  acquiring 
person,  to  purchase  that  number  of  shares  having  an  aggregate  market  value  equal  to  twice 
the  exercise  price  of  the  rights  (while  any  rights  held  or  acquired  by  the  acquiring  person  will 
be  null  and  void  and  cannot  be  exercised);  owing  to  the  massive  dilution  that  the  occurrence 
of  the  “Pip  in  event”,  described  above,  would  cause,  bidders  are  typically  not  prepared  to 
acquire  shares  and  trigger  the  plan. 

“Scorched  Earth” 

A  term  frequently  used  in  the  U.S.  to  refer  to  the  sale  of  the  underlying  assets  of  a  potential 
target  corporation  to  realize  their  value  for  the  shareholders  and  so  pre-empt  any  take-over 
bid. 

“Shareholder  Rights  Plan” 

-  See  “Poison  Pill”. 

“Shark  Repellant” 

-  Provisions  of  a  potential  target  issuer’s  constating  documents  (i.e  by-laws)  or  of  contracts 
that  render  the  target  less  desirable  to  a  potential  bidder  that  “smells  blood”,  e.g.  a  staggered 
board,  supermajority  vote  required  to  approve  certain  corporate  action. 


“Stalking  I  lorse” 

A  White  Knight,  to  ensure  that  it  is  not  being  put  to  the  expense  o!'  evaluating  ami  planum;-1  a 
bid  or  merger  only  to  help  loree  up  the  price  ol  the  target  corporal  ion  \s  shares,  I  requent  I  \  will 
insist  on  No  Shop  clauses  and  a  Break  l  ee  or  I  opping  l  ee. 

“Standstill  Agreement” 

An  agreement  pursuant  to  which  a  potential  bidder  agrees  not  to  increase  its  holdings  of 
target  issuer’s  shares  beyond  a  specified  level,  except  in  case  of  a  third  party  bid,  thus 
discouraging  any  other  bid. 

“Street  Sw  eep” 

A  term  used  in  the  U.S.  to  refer  to  the  purchase  of  large  quantities  of  a  target  corporation’s 
shares  from  arbitrageurs  and  speculators,  usually  after  withdraw  al  of  a  take-over  bid.  (Such 
purchases  are  constrained  in  Canada:  see,  e.g.,  Ontario  Securities  let  s.  94(f))  which 
suspends  a  bidder’s  right  to  make  such  purchases  for  a  period  ol  20  business  days  follow  ing 
the  expiry  of  the  bid). 

“Support  Agreement”  or  “Pre-Acquisition  Agreement” 

-  An  agreement  entered  into  between  a  threatened  or  target  issuer  and  a  White  Knight  pursuant 
to  which  the  board  of  directors  of  the  issuer  agrees  to  support  the  acquisition  of  the  issuer  bv 
the  White  Knight,  typically  by  means  of  a  take-over  bid  or  other  merger  transaction,  and  the 
board  of  directors  agrees  to  recommend  the  transaction  to  shareholders  of  the  issuer. 


“Topping  Fee” 

-  A  fixed  fee  required  to  be  paid  to  a  White  Knight  or  friendly  bidder  by  a  target  issuer  in  the 
event  that  the  friendly  bid  does  not  proceed  because  another  bidder  makes  a  higher  bid. 

“Triggering  Event” 

A  threshold  limit,  e.g.  acquisition  by  bidder  or  potential  bidder  of  20%  of  a  target 
corporation’s  voting  shares,  which  when  reached,  triggers  the  operation  of  a  Poison  Pill  Plan 
or  some  other  conversion  privilege. 

"White  Knight” 

-  An  issuer  that  enters  into  a  Support  Agreement  with  a  threatened  target  issuer  to  insulate  the 
target  from  a  threatened  or  actual  take-over  bid. 

“White  Squire” 

-  A  friendly  person  that  holds  a  substantial  block  of  a  target  issuer’s  shares  under  a  Standstill 
Agreement  which  limits  that  person’s  right  to  acquire  more  shares  or,  in  some  cases,  to  vote 
shares  it  holds. 


